AMENDED IN SENATE AUGUST 18, 2003
AMENDED IN SENATE JULY 15, 2003
AMENDED IN SENATE JUNE 30, 2003

CALIFORNIA LEGISLATURE—2003-04 REGULAR SESSION

ASSEMBLY BILL No. 1286

Introduced by Assembly Member Frommer
(Coauthors: Assembly Members Pavley and Wiggins)

February 21, 2003

An—act-teamend-Seetions1343-651343-951343-96—1392, and
1393-etandto-add-Seetons 1324134366 and-13#3-8eHealth
and-Safety- Codeandtoamend-Seetions10133-55-and-10133-56 of, and
to-add-Seetions10133-54-106133-58;and-10133-59tatlaet to add
Article 12 (commencing with Section 1399.820) to Chapter 2.2 of
Division 20f, and to epeal Sections 1373.65, 1373.95, and 1373.96 of,
the Health and Safety Code, and to add Section 10133.561 to the
Insurance Code, relating to health care coverage.

LEGISLATIVE COUNSELS DIGEST
AB 1286 as amended Frommer. Continuity of care.
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Existing law, the Knox-Keene Health Care Service Plan Act of 1975,
providesfor the licensure andegulation of health care service plans by
the Department of Managed Health Care and makes a violation of the
act’s provisions a crime. The act requires a health care service plan
providing coverage on a group basis, to file with the department a
written continuity of care policy for a new enrollee who is receiving
servicedor an acute condition from a nonparticipatingopider.Under
the act, a plan is required to provide 30 days notice of the termination
of specified provider contracts to an enrollee receiving a course of
treatment from the terminated provider. Under the act, a plan is also
required to arrange for the continuation of services by a terminated
provider to an enrollee for an acute condition, serious chronic
condition, or pregnancy, as defined.

This bill would repeal as of July 1, 2004, these continuity of care
provisions.The bill would equire ahealth care service plan to file with
the department by March 31, 2004, a written continuity of care policy
describing its procedures for the block transfer of enrollees from a
terminated provider to a new provider, including the notice it proposes
to send affected enrollees. The bill would make the policy’s provisions,
if approved by the department, effective July 1, 2004.
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The bill would impose other continuity of care provisions to become
operative on July 1, 2004. The bill would require that a health care
service plan provide 60 days’ notice of the termination of a contract
with any of its providers to those enrollees assigned to the terminated
provider. The bill would also require the plan to provide transition of
care, defined as the process of assigning enrollees to a new provider
when the contract between their currently assigned provider and the
plan is terminated, and to provide enrollees the option to elect
maintenance of care and, if the enrollee has a specified condition, the
option to elect completion of care. The bill would require a plan and
provider to establish the reimbursement rate for maintenance of care
and completion of care before entering into or amending a contract on
or after July 1, 2004.

The bill would require a health care service plan and a provider to
include in any written or electronic communication to an enrollee a
specific statement concerning continuity of care rights.

Because the bill would specify additional requirements under the
Knox-Keene Health Care Service Plan Act of 1975, the violation of
which would be a crime, it would impose a state-mandated local
program.

The California Constitution requires the state to reimburse local
agencies and school districts for certain costs mandated by the state.
Statutory provisions establish procedures for making that
reimbursement.

This bill would provide that neeimbursement is required by this act
for a specified reason.

)-This bill would make the operation of its provisions contingent
upon the enactment of SB 244.

Vote: majority. Appropriation: no. Fiscal committee: vyes.
State-mandated local program: yes.

The people of the State of California do enact as follows:

SECHON- - —Section1324-isaddedto-the Health-and-Safety

health-care-servicesto-enrollees-and-insureds—entitled-tecentinuity
of —care—coverage—pursuant—to—Seetion—1373-66—and—Section
1013357 of thensuranee-Code.

~NoOOAWNER
o =
)

96



AB 1286

OCO~NOUITRA,WNEF

96



—5— AB 1286

1
2
3
4
5
6
7
8
9

96



AB 1286

NRPRRPRRPRRRRERRPRRRE
COONOUIRWNRPOOONOOUTAWN R

N N
N

NN NN
ool hWw

N
-~

WNN
O ©

WWWWWwWwwWwww
OCO~NOUITAWNEF

N
(@)

96



NRPRRPRRPRRRRERRPRRRE
COONOUIRWNRPOOONOOUTAWN R

N N
N

NN NN
ool hWw

N
-~

WNN
O ©

WWWWWwWwwWwww
OCO~NOUITAWNEF

N
(@)

— 7 — AB 1286

96



AB 1286 —8—

1
2
3
4
5
6
7
8
9

96



—9— AB 1286

1
2
3
4
5
6
7
8
9

96



AB 1286

NRPRRPRRPRRRRERRPRRRE
COONOUIRWNRPOOONOOUTAWN R

N N
N

NN NN
ool hWw

N
-~

WNN
O ©

WWWWWwWwwWwww
OCO~NOUITAWNEF

N
(@)

96



NRPRRPRRPRRRRERRPRRRE
COONOUIRWNRPOOONOOUTAWN R

N N
N

NN NN
ool hWw

N
-~

WNN
O ©

WWWWWwWwwWwww
OCO~NOUITAWNEF

AB 1286

96



AB 1286

NRPRRPRRPRRRRERRPRRRE
COONOUIRWNRPOOONOOUTAWN R

N N
N

NN NN
ool hWw

N
-~

WNN
O ©

WWWWWwWwwWwww
OCO~NOUITAWNEF

N
(@)

96



1
2
3
4
5
6
7
8
9

— 13— AB 1286

96



AB 1286 14—

NRPRRPRRPRRRRERRPRRRE
COONOUIRWNRPOOONOOUTAWN R

N N
N

NN NN
ool hWw

N
-~

WNN
O ©

WWWWWwWwwWwww
OCO~NOUITAWNEF

N
(@)

96



NRPRRPRRPRRRRERRPRRRE
COONOUIRWNRPOOONOOUTAWN R

N N
N

NN NN
ool hWw

N
-~

WNN
O ©

WWWWWwWwwWwww
OCO~NOUITAWNEF

N
(@)

AB 1286

96



AB 1286

NRPRRPRRPRRRRERRPRRRE
COONOUIRWNRPOOONOOUTAWN R

N N
N

NN NN
ool hWw

N
-~

WNN
O ©

WWWWWwWwwWwww
OCO~NOUITAWNEF

96



— 17— AB 1286

éiserdg—that—is—seﬁeus—m—na%u%e,—and—tha{—dees—ei%hekof the
feHewing:

1

2 :

3 . .

4 | e,

5 B . . N ission or
6 toration.

- e : : .
8 . o . .
9 i | .

96



AB 1286 — 18 —

OCO~NOUITRA,WNEF

40 eeﬂsewé\te&the—busiﬂes&%éemen—eﬁhe—iaﬁsmess—eﬁhepe}son

96



NRPRRPRRPRRRRERRPRRRE
COONOUIRWNRPOOONOOUTAWN R

N N
N

NN NN
ool hWw

N
-~

WNN
O ©

WWWWWwWwwWwww
OCO~NOUITAWNEF

N
(@)

— 19— AB 1286

e&%nﬁxyfﬁgﬁﬂﬁapp*epHak}{e4h£%d#eeky%{ﬁﬂifﬁﬂe##ﬂg4h£%person

—eh , : - s from

96



AB 1286 — 20—

1
2
3
4
5
6
7
8
9

96



NRPRRPRRPRRRRERRPRRRE
COONOUIRWNRPOOONOOUTAWN R

N N
N

NN NN
ool hWw

N
-~

WNN
O ©

WWWWWwWwwWwww
OCO~NOUITAWNEF

— 21— AB 1286

96



AB 1286 — 22 —

1
2
3
4
5
6
7
8
9

96



1
2
3
4
5
6
7
8
9

— 23— AB 1286

96



AB 1286 _oa_

NRPRRPRRPRRRRERRPRRRE
COONOUIRWNRPOOONOOUTAWN R

N N
N

NN NN
ool hWw

N
-~

WNN
O ©

WWWWWwWwwWwww
OCO~NOUITAWNEF

N
(@)

96



NRPRRPRRPRRRRERRPRRRE
COONOUIRWNRPOOONOOUTAWN R

N N
N

NN NN
ool hWw

N
-~

WNN
O ©

WWWWWwWwwWwww
OCO~NOUITAWNEF

N
(@)

AB 1286

96



AB 1286

NRPRRPRRPRRRRERRPRRRE
COONOUIRWNRPOOONOOUTAWN R

N N
N

NN NN
ool hWw

N
-~

WNN
O ©

WWWWWwWwwWwww
OCO~NOUITAWNEF

96



— 27 — AB 1286

éiserdg—that—is—seﬁeus—m—na%u%e,—and—tha{—dees—ei%hekof the
feHewing:

1

2 :

3 . .

4 | e,

5 B . . N ission or
6 toration.

- e : : .
8 . ; o .
9 i | .

96



AB 1286 — 28 —

NRPRRPRRPRRRRERRPRRRE
COONOUIRWNRPOOONOOUTAWN R

N N
N

NN NN
ool hWw

N
-~

WNN
O ©

WWWWWwWwwWwww
OCO~NOUITAWNEF

N
(@)

96



NRPRRPRRPRRRRERRPRRRE
COONOUIRWNRPOOONOOUTAWN R

N N
N

NN NN
ool hWw

N
-~

WNN
O ©

WWWWWwWwwWwww
OCO~NOUITAWNEF

AB 1286

96



AB 1286 — 30—

NRPRRPRRPRRRRERRPRRRE
COONOUIRWNRPOOONOOUTAWN R

N N
N

NN NN
ool hWw

N
-~

WNN
O ©

WWWWWwWwwWwww
OCO~NOUITAWNEF

96



— 31— AB 1286

1
2
3
4
5
6
7
8
9

96



AB 1286

NRPRRPRRPRRRRERRPRRRE
COONOUIRWNRPOOONOOUTAWN R

N N
N

NN NN
ool hWw

N
-~

WNN
O ©

WWWWWwWwwWwww
OCO~NOUITAWNEF

96



NRPRRPRRPRRRRERRPRRRE
COONOUIRWNRPOOONOOUTAWN R

N N
N

NN NN
ool hWw

N
-~

WNN
O ©

WWWWWwWwwWwww
OCO~NOUITAWNEF

N
(@)

AB 1286

96



AB 1286

NRPRRPRRPRRRRERRPRRRE
COONOUIRWNRPOOONOOUTAWN R

N N
N

NN NN
ool hWw

N
-~

WNN
O ©

WWWWWwWwwWwww
OCO~NOUITAWNEF

96



NRPRRPRRPRRRRERRPRRRE
COONOUIRWNRPOOONOOUTAWN R

N N
N

NN NN
ool hWw

N
-~

WNN
O ©

WWWWWwWwwWwww
OCO~NOUITAWNEF

N
(@)

— 35— AB 1286

SEC4.

SECTION 1. (a) Itishe intent of the Legislature to clarify the
rights of consumers when a disruption of the provider network of
their health care service plan or health insurer occurs. During the
past two years, over 2.3 million Californians have been affected
by contract terminations th&tave resulted in the block transfer of
large groups of enrollees and insureds from a terminated provider
to a new provider.

(b) It is the further intent of the Legislature to provide
consumers with expanded rights to ensure a smooth transition to
a new povider and to complete a course of treatment with the same
provider or to maintain the same provider under certain
circumstances.

(c) The Legislaturentends that the repeal by this act of Section
1373.95 of the Health and Safety Code shall in no way limit or
otherwise curtail any of the existing provisions of that section as
they apply to the continuity of care of mental health services.

SEC. 2. Section 1373.65 of the Health and Safety Code is
repealed.

96



AB 1286

NRPRRPRRPRRRRERRPRRRE
COONOUIRWNRPOOONOOUTAWN R

N N
N

NN NN
ool hWw

N
-~

WNN
O ©

WWWWWwWwwWwww
OCO~NOUITAWNEF

N
(@)

96



NRPRRPRRPRRRRERRPRRRE
COONOUIRWNRPOOONOOUTAWN R

N N
N

NN NN
ool hWw

N
-~

WNN
O ©

WWWWWwWwwWwww
OCO~NOUITAWNEF

N
(@)

— 37— AB 1286

SEC. 3. Section 1373.95 of the Health and Safety Code is
repealed.
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SEC. 5. Article 12 (commencing with Section 1399.820) is
added to Chapter 2.2 of Division 2 of the Health and Safety Code,
to read:

Article 12. Continuity of Care

1399.820. The following definitions apply for the purposes of
this article:

(a) “Evergreen contract” means a contract for services
between a health care service plan and a provider that renews
automatically unless terminated by either party pursuant to the
contract’s terms.

(b) “Nonparticipating mental health provider” means a
psychiatrist, licensed psychologist, licensed marriage and family
therapist, orflicensed social worker who does not contract with the
health care service plan.

(c) “Provider” means any of the following that contracts with
a health care service plan: an individual physician and surgeon or
osteopath, a medical group, an independent practice association
or a similar organization, or a general acute care hospital.

1399.821. (a) A health care service plan shall fill a written
continuity of care policy with the department before March 31,
2004.

(b) The health care service plan shall include all of the
following in its written continuity of care policy:
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(1) A description of the plan’s process for the block transfer of
enrollees from a terminated provider to a new provider.

(2) A description of the manner in which the plan facilitates the
transition of care, completion of care, and maintenance of care for
enrollees assigned to a new provider and for its new enrollees.

(3) A template of the notice the plan proposes to send to
enrollees describing its policy and informing enrollees of their
right to continuity of care.

(c) If approved by the department, the provisions of the written
continuity of care policy shall become effective on July 1, 2004,
and shall replace all prior continuity of care policies. The plan
shall file a revision of the policy with the department if it makes a
material change to it.

1399.822. (a) At least 75 days prior to the termination date
of its contract with a provider, the health care service plan shall
submit an enrollee block transfer filing to the department that
includes the written notice the plan proposes to send to affected
enrollees. The plan may not send this notice to enrollees until the
department has reviewed and approved its content.

(b) Sixty days prior to the termination date of a contract
between a health care service plan and a provider, the plan shall
send the written notice by first-class United States’ mail to
enrolleesvho are assigned to the terminatedvader. A plan that
is unable to comply with this timeframe because of exigent
circumstanceshall apply to the department for a waiver. The plan
is excused from complying with this requirement only if its waiver
application is granted by the department. If the terminated
provider is ahospital, the plan shall send the written notice to each
enrollee who resides within a 15-mile radius of the hospital.

(c) The health care service plan shall send enrollees of a
preferred provider organization the written notice required by
subdivision (b) only if the terminated provider is a general acute
care hospital.

(d) If a physician and surgeon or an osteopath terminates his
or her relationship with a medical group, independent practice
association, or similar organization that contracts with a health
care service plan, the plan magqguirethat group, association, or
organization to send the notice required by subdivision (b).

(e) If, after sending the notice required by subdivision (b), a
health care service plan reaches an agreement with a terminated
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provider to renew or enter into a new contract or to not terminate
their contract, the plan shall offer each affected enrollee the option
to return to that provider. If an affected enrollee does not exercise
that optionthe plan may reassign the enrollee to anothewjaler,
consistent with the provisions of this article.

() This section shall become operative on July 1, 2004.

1399.823. A health care service plan and a provider shall
include in all written or electronic communications sent to an
enrollee, including, but not limited to, contract termination, block
transfer, transition of care, completion of care, or maintenance of
care, the following statement in not less than eight-point type:
“You may have a right to keep your provider under certain
circumstances. Please contact your HMQO's customer service
departmentand if you have further questions, you may contact the
Department of Managed Health Care, which protects HMO
consumers, by telephone at its toll-free number,
1-888-HMO-2219, of at a TDD number for the hearing impaired
at 1-877-688-9891, or at www.hmohelp.com.”

1399.824. (a) Continuity of care shall include the processes
of transition of care, completion of care, and maintenance of care.
All health care service plans shall provide transition of care to all
enrollees. A health care service plan shall offer all of its enrollees
who meet the criteria of Section 1399.826 the option to elect
completion of care. A health care service plan shall offer all of its
enrollees the option to elect maintenance of care as described in
Section 1399.827.

(b) This section shall become operative on July 1, 2004.

1399.825. (a) Transition of care is the process of assigning
an enrollee to a new provider when any of the following occurs:

(1) The contract between a health care service plan and a
provider is terminated.

(2) An enrollee changes coverage from one health care service
plan to another.

(3) The termination of an evergreen contract.

(4) The provider ceases operations within a specified service
area.

(5) The closure or insolvency of a provider that contracts with
the health care service plan.

(6) The termination of a contract between the health care
service plan and provider for breach or cause, including fraud.
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(7) Other circumstances as determined by the director.

(b) Transition of care shall include all of the following:

(1) The right of an enrollee to select a new provider.

(2) If the enrollee does not select a neammler,the assignment
of a provider who is ready, willing, and able to provide services to
the enrollee.

(3) The option for an enrollee to elect completion of care, as
described in Section 1399.826.

(4) The option for an enrollee to elect maintenance of care, as
described in Section 1399.827.

(c) The health care service plan shall begin the transition of
care on the mailing date of the written notice required by Section
1399.822 or, for a new enrollee, upon the effective date of
enrollment.

(d) Thehealth care servicplan may equire a nonparticipating
mental health provider to enter into the standard mental health
providercontract. The plan shall not be liable for actiorsulting
solely from the negligence, malpractice, or other tortuous or
wrongfulacts arising out of the pwrision ofservices by the existing
provider or nonparticipating mental health provider.

(e) This section shall become operative on July 1, 2004.

1399.826. (a) Completion of care is the process of an
enrollee, who is in transition of care, continuing with his or her
terminated provider under any of the following conditions:

(1) The duration of an acute condition. An acute condition is
a medical condition that involves a sudden onset of symptoms due
to an iliness, injury, or other medical problem theduires prompt
medical attention and that has a limited duration.

(2) A serious chronic condition for a period of time necessary
to complete a course of treatment and to arrange for a safe transfer
to another provider, as determined by the health care service plan
in consultation with the terminated provider and consistent with
good professional practice. A serious chronic condition is a
medical condition due to a disease, illness, or other medical
problem or medical disorder that is serious in nature and that
persists without full cure or worsens over an extended period of
time or requires ongoing treatment to maintain remission or
prevent deterioration. Continuation of care with a terminated
providerunder this paragraph shall not exceed 12 months from the
contract termination date.
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(3) The duration of a pregnancy. A pregnancy is the three
trimesters of pregnancy and the immediate postpartum period.

(4) The duration of a terminal illness. A terminal iliness is an
incurable or irreversible condition that has a high probability of
causing death within one year or less.

(b) A health care service plan is not required to provide
completion of care to an enrollee of an individual health care
serviceplan contract for the termination of a contract between any
health care service plan and a provider that occurred prior to the
effective date of coverage for the enrollee under the individual
health care service plan contract.

(c) This section shall become operative on July 1, 2004.

1399.827. (a) Maintenance of care is the process of an
enrollee, who is in transition of care, continuing with his or her
terminated provider until the enrollee has had an opportunity to
select a different health care service plan and the coverage under
that plan has become effective. Maintenance of care under this
subdivisiorshall not exceed a period of 12 months commencing on
the termination date of the contract between the plan amddqsr.

(b) The health care service plan shall allow an enrollee who has
not selected a different health care service plan to select a new
provider with which it contracts. If the enrollee does not select a
new providerthe plan shall assign a provider who éady, willing,
and able to provide services to the enrollee.

(c) A health care service plan is not required to provide
maintenance of care to an enrollee of an individual health care
serviceplan contract for the termination of a contract between any
health care service plan and a provider that occurred prior to the
effective date of coverage for the enrollee under the individual
health care service plan contract.

(d) This section shall become operative on July 1, 2004.

1399.828. (a) The parties shall establish the reimbursement
rates for completion of care and maintenance of care before
entering into a contract and before renewing a contract between
them.

(b) If the contract between the health care service plan and a
provider who is a medical group, independent practice
association, or other similar organization is terminated for
insolvencyglosure, breach, or commission of a crime or fraud, the
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health care service plan is not required to provide completion of
care or maintenance of care through the terminated provider.

(c) Thehealth care service plan magquire a nonparticipating
mental health provider whose services are continued during
completion of care or maintenance of care to agree in writing to
the same terms and conditions in the plan’s contract with
participating mental health providers, including location within
the plan’s service area, reimbursement methodologies, and rates
of payment.

(d) The provisions of this section shall apply to all contracts
between dealth care service plan and a provider that are entered
into, amended, or renewed on or after July 1, 2004.

1399.829. (a) A violation of any provision of this article is
subject to any and all enforcement remedies available to the
director.

(b) Every health care service plan subject to this article shall
report in writing to the department any violationtloé povisions
of this article by a provider within 10 days of its commission.

(c) The departmerghall post all violations reported under this
article on its Internet Web site.

SEC. 6. Section 10133.561 is added to the Insurance Code, to
read:

10133.561. A health insurer that provides services at
alternative rates of payment, as described in Section 10133, shall
send the written notice as required by subdivision (b) of Section
1399.822 of the Health and Safety Code only if the terminated
contract is between the insurer and a general acute care hospital.

SEC. 7. Sections 2 to 4, inclusive, of this act shall become
operative on July 1, 2004.

SEC. 8. No reimbursement is required by this act pursuant to
Section 6 of Article XllI B of the California Constitution because
the only costs that may be incurred by a local agency or school
district will be incurred because this act creates a new crime or
infraction, eliminates a crime or infraction, or changes the penalty
for a crime or infraction, within the meaning of Section 17556 of
the Government Code, or changes the definition of a crime within
the meaning of Section 6 of Article Xlll B of the California
Constitution.

SECH5.
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SEC. 9. This act shall become operative only if Senate Bill
244 c_)f the 2003-04 Regular Se_ssion is enacted and becomes

effectiveand-shallbeeome-operative-enthe-date-en-which-Senate
" " I o el

comes
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effeetive. effective on or before January 1, 2004.
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